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SUBJECT: ROYALTIES ON VENEZUELAN OIL WILL BE INCREASED 

1. REFERENCE PRICE ON WHICH VENEZUELAN PETROLEUM 
ROYALTIES ARE CALCULATED WILL BE INCREASED IN VERY NEAR 
FUTURE, HYDROCARBONS MINISTRY OFFICIAL (MICHELENA) TOLD 
PETROLEUM ATTACHE OCTOBER 11. MICHELENA SAID MINISTER 
PEREZ HAS BEEN UNDER TREMENDOUS PRESSURE FROM CVP (THEY 
TELEPHONE EVERY DAY) TO TAKE ROYALTY 

PAYMENTS IN OIL RATHER THAN IN CASH, AND TO ALLOW CVP 
TO MARKET THE ROYALTY OIL. BASIS FOR CVP REQUEST IS 
THAT ROYALTY PAYMENTS ARE TOO LOW BECAUSE THEY ARE BASED 
ON PRICE OF A TEXAS CRUDE WHICH IS WELL BELOW TAX REF- 
ERENCE VALUE USED BY VENEZUELA TO CALCULATE INCOME 
TAXES AND WELL BELOW ACTUAL PRICE AT WHICH VENEZUELAN 
OIL NOW SOLD. 

2. MICHELENA SAYS THAT VENEZUELAN GOVERNMENT, INSTEAD OF 
TAKING ROYALTY PAYMENT IN KIND, WHICH WOULD CAUSE DIS- 
RUPTIONS OF OIL COMPANY SUPPLY CHANNELS, WILL PROCLAIM 
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PAYMENTS BASED. OIL COMPANY REPRESENTATIVES WERE CALLED 
IN TO DISCUSS THIS MATTER AFTERNOON OCTOBER 1 1 AND WERE 
PRESUMABLY ASKED TO ACQUIESE IN CHANGE SINCE ROYALTY 
FORMULA IS BASED ON AGREEMENTS BETWEEN COMPANIES AND 
GOVERNMENT. 

MCCLINTOCK 
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